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FUNDS FROM DAIRY PRODUCTS FOR PROGRAM INVOLVING BENEFIT 
PAYMENTS AnD/OR SURPLUS REMOVAL 


Processing tax 
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pize of Tax to be Levied, 


The Agricultural Adjustment Act provides that "the processing tax 
shall be at such rate as equals the difference between the current average 
farm price for the commodity and the fair exchange value of the commodity; 
except that is the Secretary has reason to believe that the tax at such rate 
will cause such reduction in the quantity of the commodity or products there- 
ofdomestically consumed as to result in the accumulation of surplus stocks 
of the commodity or products thereof or in the depression of the farm price 
of the commodity, then he shall cause an appropriate investigation to be made 
and afford due notice and opportunity for hearing to interested parties. If 
thereupon the Secretary finds that sueh result will occur, then the process~ 
ing tax shall be at such rate as will prevent such accumulation of surplus 
stocks and depression of the farm price of the commodity." Also, "the cure 
rent average farm price and the fair exchange value shall be ascertained by 
the Secretary of Agriculture from available statistics of the Department of 
Agriculture," 


The Fair Exchange Value of Butterfat. 


It seems é¢lear that the "fair exchange value" of any agricultural 
commodity is intended by the Agricultural Adjustment Act to be the price 
which will give that commodity the same purchasing power over articles farm- 
ers buy that it had during the period August 1909 to July 1914. 


Butterfat or milk fat is sold from the farm in the form of butterfat 
in milk, butterfat in cream; and as butterfat in farm butter. The average 
farm price is properly the averag’ price of butterfat sold in these various 
manners, weighted by the quantity sold in each form. The following table 
shows the estimated quantities sold from farms in each of these forms in 
the period 1925 to 19293 


TABLE 1. - Weights Used in Determining Average Farm Price 
of Milk and Butterfat 


ae 


Butterfat equivalent 
of sales 


Milk equivalent 
of sales in 


Estimated sales hundredweight of 
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“U% milk 
Millions of units ¢ Millions of owt, 3 Million pounds 
Milk, wholesale: 2835 cwt.; 284 ‘ Eije 
Butterfat e A257 lbeed 299 o/ t 1197 
Farm butter g 356 lobes ja 6 : 120 2) 


1/ Estimate of funds from taxes on competing products presented on pages 


4, 4 and 5. 


2/ Farm butter estimated to contain 51 percent fat. 
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The farm prices sf butter and butterfat are those currently reported 
by the Department of Agriculture. The price of milk is thé wholesale price 
paid farmers as determined from reports received by the Department of Agri- 
culture. It thus differs from the milk price currently published by the 
Department of Agriculture, in that the published figure is an average of both 
retail and wholesale sales. The retail price of milk has not been included 
since such sales involve special delivery services and preparation and cannot 
properly be considered as farm prices. 


The weighted average farm price of all butterfat for the United States 
in the period August 1909 to July 1914 computed in the above manner was 
35.1 cents. The corresponding figures for 4 per cent milk per hundredweight was 
$1.40. 


The index of prices paid by farmers for commodities bought, as officially 
compiled by the Department of Agriculture, is based upon the period August 1909 
to July 1914, which is taken as 100. The index in February 1934 was 118. Farm 
prices of butterfat and milk would need to be accordingly, 118 per cent of what 
they were in the base period cf August 1909 to July 1914 in order to equal the 
designated fair exchange value of the commodity, 


The fair exchange value for all butterfat in February 1934 thus would 
have been 41.4 cents and that for 4 per cent milk $1.65 per hundredweignht. 


Because there is a considerable seasonal variation in the prices of milk 
and butterfat it is desirable that account should be taken of such seasonal 
variation. Accordingly, the fair exchange values may be adjusted for the 
seasonal change in price, by multivlying the values for particular months com- 
puted frem the August 1909 to July 1914 base, by an index of the seasonal vari- 
ation of these prices in a specified period. Such seasonal correction has been 
made using the period 1923 to 1929 as a base. 


The fair exchange value for all butterfat in February 1934 after adjust- 
ment for seasonal variation was 42.9 cents and that for 4 per cent milk $1.71 
per hundredweight. 


The Current Average Farm Price. 


The United States average farm price, reported by the Bureau of Agri- 
cultural Economics for February 15, 1934, was 21.6 cents for butterfat and 
ainf cents for farm butter. The farm price of milk sold at wholesale was 
estimated as $1.48 per hundredweight for the same date. The weighted average 
farm price of all butterfat as computed for establishing parity was 29.0 cents, 
and the weighted average farm price of all milk was $1.16 per hundredweight. 
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pemAnount of the Tax allowed by the Act. 


The rate of the tax as specificd by Act is the diffcrence between 

he prices at the specified date and the fair exchange value. The fair 
exchange value of buttcrfat on February 15, 1934 was 41.4% cents por 
pound. NOG average tara price of all butterfab on tho snne cate wes 
z#9.0 cents, The rato of tnx epcciried by the Act necordinzly would De 
lz. cents por pound of butterfat. Tho fair exchange velue of four per- 
cent milk per hundredweigit, commuted on the snme basis was $1.65 ner 
hundredveisht for four percent milk.- The average vricc for all milk 
Sales on the same date was $1.16. The tax specified vy the Act accort- 
ingly would be <9 cents per hundred sounds. 

Tne fair exchenge value for all butterfat aljusted for seasonal 
variation was <2.9 cents per pound on February 15, 1934. The rate of 
the tax on this basis would thus be 13,9 cents. he fair exchange value 
of < percent milk after adjustment for seasonal variation was Slee, Der 
huncredweisht. The tax specificd by the Act would thus be 55.0 cents 
per huncredreisnt. 


The data pertinent to these computations are in Table 2. 
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Tax Bosc. 


Milk profuction on farms in 1932 was cstinated as 101,863, 000,000 
pounds. Of this quantity sbout 16 billion pounds were utilized on farms 
as Milk or crean, some 12 billion pounds were used for making; farm butter, 
only a small mart of which would be taxable, and avout seven billion 
pounds were sold at retail by producers, of wich four billion pounds 
pre; estinated as. untaxadles 


The Cetnilea calculations of milk pro‘uced which is not taxeaole is 
as Tollows: 


Qe Milk dofinitely not taxable; 


Ped to calves, Herds, of 211 size 2,784,000,000 nounds 
Used for food on farms DO, 120,000,000 s&s 
Total 12,924,000,000 " 


4 


Os Milk for farm Sutter, not taxoole, 


Table 3.~ Estimated moundaze of milk used in making butter on farms 
where procuced, which is not taxable 1/ 


Size : Milk used: Tor tar butcor : : Estinated 
of : : : : ‘ : 2 Yotal © nilioused 
herd * NeAs sBeNsC.sWN-CoiSsAtls: S.C. tWest. : Us Ss 5 not taxable 
cows : Million Pounds 
Zz ; Cer 139 2 Te eevee SIG roy ool. s as ete 
2-5 teeaee & BGY 2 (662 e Seco oe = 192 24,145 & “, L425 
5 SeecOe ts 20) &. Be0re ace a eS: Nia. tee baa oe Pe ae 
SaL0 8s 210 : 293 2 679 s e240 3 463 : (@ tL~9eo 3 ES 706 
1li-20 : eo 8 1bS t Sle 8 Son “IAy s bo *, BSG. -2 PAs) 
21-30 3: AO 4 BU aus rece Bos aC Se Sak oes Sf 
31-50 3 8 3 oe Cee poe (Ewe see oo oe ii 
Over 50; 13 Sy See ive 4 3 at eo ae 3 
Goverr 9298 §1.cnY sa ,eo? $2,le4 74,466 4 504 11,586 3 10,639 


1/ Assumes no nilk taxable in 1~5 cow her’s. Half of sales in 6-10 cow 
Petrie taxable, basing salcs on average of all size herds and two-thirds of 
butger madae in nll hords of over 10 cots taxnbdle. 


eg, Mite equivAionty of milk enc cream solc at retail is estinated 
as 6,97,000,000 nounts. OF this quantity, <,400,000,000 »vounds is estima- 
toa as not taxable, This assures that no milk retailed by "produccr- 
Sistributors" with less than 15 cows is taxnble, 


he quantity of mill (and milk equivalent of cream) used for fluid 
Gonsurmtion is sumiunrized in Table 4. 
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ds Wilk produced by cows not on farms, of which none is assumed to 
be taxable, 2,800,000,000 pounds. 


A summary of the ebove shows the following: 


Milk produced by cows on farms 
Milk produced by cows not on farms 
Total milk produced 
Less milk not taxable: 
Fed to calves 
Used for food 
Used for farm butter 
Retailed by producers 
Milk produced by 
cows not on farms 
Total not taxable 
Estimated milk which is taxable 
Estimated fat taxable (assuming 3.% 
fat in milk) 


101, 863,000,000 pounds 
23000, 000, 000 Wy 
104 ,663,000,000 pounds 


2,806,000,000 pounds 
11,969,000, 000 " 
10,639,000, 000 Mt 
4,400,000, 000 ul 


2,800,009, 000 
2,614,000,900 pounds 
72,049,000,000 +" 


2,809,911,000 1 


On the basis of value the bases for tax purposes, using 1932 data, are 
estimated as follows: 


Cash returns Estimated 
to producers taxable 


$435, 804, 000 
100,039, C00 
234,153,000 

4,398,000 


$774 , 394,000 


$4.35 , 804,000 
285 , 825,000 
234,153,000 

29,317,000 

$985 ,099,000 


Milk and cream sold, wholesale 
Milk and cream sold, retail 
putteriat sold 
Farm butter sold 

Total 


stax Yilelds 


Onmetncebacis Of Goae Above date, the returns from taxes’ on milk and its 
products under various rates is summarized in Table 5; 


Table 5.- 


Estimated returns from taxes on milk and its products. 


Tax per pound of fat : Tax per hundred pounds of milk Tax percent of 


: : returns to producers 

Rate : Yield Bite. Us = me kOLG Oh eee mee ae SOLO 
Concees BOOO dollars ¢ Gents } 1000 dollars rPercent. 2 1000 dollars 

1 : 27, 000 : & : 2¢,000 é 4, u 32,000 

Pa : 54 , O00 : 8 : 53,000 : 8 : 57 , 000 

3 : 81, 000 ; le : 79,000 pa Us : 30,000 

4 : 105, 000 : 16 : 105,000 } as £77 1.05,009 

5 : 2555 O00 ‘ 20 : 135,000 is t) 25, 000 

6 : 160,000 : oA 4 160,000 : ee » 160,000 
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On the basis of the above estimated yields, the percentage of total 
funds which would be secured from milk would be lowest under a tax per pound 
of fat, somewhat greater under a tax per hundredweight, and highest under a 
tax levied as the basis of the percentage of farm values. Ifilk sold as butter- 
fat on the other hand would pay the highest percentage under a tax per pound 
of butterfat. The result of such calculations are summarized in Table 6: 


Table 6.- 


istimated percent of tax receipts which would be derived from milk or its 
products according to method of sale and specified tax rates. 


: Method of Sale 
Tax rate : : : : 
’ Milk at $ Wilk at 3 Butterfat : Farm 
; wholesale : retail : ‘Det ter 


Oe ne Ae te SL ok ah a et an dhicte side! 
> Percent ; Percent %& Percent > Percent 


1 cent per pound fat 2} H 45 3 : 49 : 3 
4 cents per hundred pounds : : : : 
of milk ach : 4 : 3 ; 47 3 
Seo percent of farm : : : : 
prices ; 53 : 13 : 33 : Hi 


a a Re I a 


1/ Such a tax would yield approximately $27,000,000. 


The following table summarizes the tax yield by states and indicates 
the percent of total yield collected in each state if such a tax per pound 
of fat were levied as would yield about $25,000,000. 
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Table 7.- Estimated taxes per state under a tax rate per pound of fat yielding 
about $25,000,000. 


$ ; : : i 
State : Yield : percent of 4 State = Yield : Percent of 
: tos te GOAL. s : 1 Us. 54: Sota. 
21,000,000 : Per cent ; * 2,000,000 3 Per cent 
: qdollare —% : - “C0lLleare 4 
Maine : BRG, : Pte, ; N.C. ; oo 4 ei 
N. Hs : 93 : ot Sorts : ifs : er 
Vermont : 400 3 1.6 ; Georgia; 73 : re) 
Masse 3 195 $ 8 : Florida: 38 : ee 
iy Se ’ 4 ; en : Kye ; Bol 4 1.4 
Conn : 142 : 26 : Tenn. 3: ZOU ; 1.0 
res Ve : paee Pa : et $ Ala. ; 58 : Aes 
eel. « : ike te ; 06 t Mice. 2 190 : ats 
Pa. : Io) : 58 ; Ark. : 133 : Ae. 
Ohio $ 1,076 : 4.3 t itis ; feo : eo 
Indiana 3 876 : eo : Okla, = A75 ; Lao 
Tilinois ; foe $ £26 > Texas % 601 : C4 
Michigan : 13076 ‘ 4.3 : Monte 3 190 4 8 
Wisconsin 4 3,00c : 14.0 * Idano : BrD : ved: 
Minnesota ‘ at a : 9e1 3 Wyo. : Tonys od 
Iowa ; Ly 70s t 6.8 SCOL05.. 300 : Vee 
Missouri $ SOL : 34 : N.Mex. 3 45 3 se 
Hee Ds : 500 : eu s Ariz, 40 t wie 
tec Ds : beg eat : eed : Utah 3 159 : me! 
Nebraska § 676 : met : Nevada 3 30 : me} 
Kansas : 776 : ek $ Wash. :; 475 : Leo 
Delaware : nos el es Overon: aco ef 1-5 
Maryland : 188 : ao i Cal. $ ie tco : 4,7 
Virginia : 160 : Pile, ; ‘ 4 
W. Va. : Te ‘ eo : Total + 24,900 : 100.0 
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Table 8 summarizes benefit 
be made on the basis of pounds of 
data are presented to indicate an 
could be made per farm. 


Table 8.- 


eae Guiea 


payments for farms were such payments to 
fat produced or some similar basis. These 
index of the amount of benefit payments which 


Estimated distribution of benefit payments totalling $27,000,000 by size of 


herd groups and per farm. 


Cows per 
herd 


Numbers 


6 to 10 
ll to 20 
ci to 30 
31 to 50 


Over 5O 


Total 


Number 
i of farms 
Numbers 
450.,000 
522,000 
718,000 
506,000 
Boy 000 


: 19,000 


6, Q02. 


© 2, hec,000 


:Benefit Payment 


otek 


- ef eo we 


1,000 dollars. s 


1,280 
2,808 
8,154 
9,180 : 


3,051 
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1,418 


4.5 07 


ce lee ee 8 


e?,000 : 


Percent of 
ie oe EO ek 


Fer cent 


. 


Average 
per farm 


Dollars 
3 
5 
pt 
26 
55 
76 
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Number of units involved in a tax or control program. The following 
tables are presented for the purpose of giving some indication of the number 
of plants or farms involved. 


For the collection of processing taxes the following units would be 
contacted: 


Creameries 4,424 1/ 
Cheese Factories Besos 
Condenseries 200 
Evaporated Milk Plants LEQ 

Ice Cream Plants B,0L9 
Dried jiilk Products Plants 1026 

Milk Distributors be, 000 
Total Number of Plants 45,107 3/ 
Producer Distributors 663,431 4/ 
Total 708 , 548 
Jobbers, wholesalers, and 

jobbing and direct distributors 4,000 5/ 


1/ Delivering cream to the centralized creameries there are 25,927 cream 
stations, These handle about one-third of all butterfat sold by farmers. 

i, a record of individual farm sales is to be obtained, it would be necessary 
to contact each of the cream stations. 


2/ This docs not include makers of cottage, pot and bakers! cheese of whom 
there are 1,010. 


3/ No allowance for plants handling several products. 


4/ It is estimated that farms selling cream not as butterfat are mostly 
producers who retail milk and that of those who sell milk about 73,000 are 
small producer—distributors who would be cxempt from processing taxes and 
to whom benefit payments would not be made. 


5/ Estimated from data in American Creamery & Poultry Produce Review, 
Section ea. 


ha, Goo Y 


pi body: 


ij roe P| y , it ' +0 ms it ‘Ue Fhe 
THULE RO | ARES Jhb a8 OIG Fine. 
- ieee me ye. Gea (whos : 
eorndjady @aiae vl 38 ee 


TANS @ luekonk fn 4 in 


P 


n 


Sao 


If payment of benefits were to be made directly to producers there 
would be about 2,250,000 such farms on the basis, data presented in the 
following tables: 


Nuaber of farms selling butterfat 1,956,487 
15% of farms selling farm butter 96,600 
arms selling milk 1/ 663,431 

Total 2,216,518 


1/ It is estimated that farms selling cream not as butterfat are mostly 
producers who retail milk and that of those who sell milk about 73,000 dre 

small producer distributors to whom benefit payments are impractical. In the 
south Atlantic Region 98 per cent of all farms having cows have 10 or, less and 
1/4 of all milk sold is from herds of under ll cows. In this -rea Lyfe of ale 
milk sold by farmers is sold at retail. In the South Central Region these 
figures are 98 per cent, 1/3 and 1/3 respectively and in the West North Cen- 
tral Region these figures are 76 per cent 1/4 and 1/3 respectively/ While it 

is impossible to compute from available data how many of those with the small 
herds sell any milk or how many are retailers it seems reasonable that one- 
half of the 259,215 in these three regions that sell milk are too small to con— 
sider in any plan of benefit payments to individual farmers on the assumptions 
that herds of 10 cows or less from which the owner retails the milk are impracti- 
cal to include in a scheme for benefit payments and that in herds of 3 or less 
even when sales are to a distributor or other processor the ovmer would probably 
not be interested due to the trifling amount of benefit which he could be paid. 
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Table 9.— Number of farms in the 1929 Census reporting milk sold, butter 
sold, cream sold as butterfat, crean sold not as butterfat. 


Region > Milk : Butter : Cream sold : CPean sold 
sold : sold : as butterfat: ndt ac 
: iH : : bbttierfat 
: Number : Number : Number : Muaber 


North Atlantic 2 226,236 : 83,982 ‘ Go hee : 9,055 
Hast North Central s Cee sOLL ‘ 60,007 : 581,248 : 13,358 
West North Central > 90,780 : D6, 842 : Tieeore : 19,016 


South Atlantic t 575e3S  § 197-006 : 40,070 : 1.728 
South Centrel eh ese : per, .94 : 267, 34 : 14,478 
Western a) 78489 & 18,873 > 129,525 : 7,400 
—— TTT : 
United States : 893,42) 4 643,994 ; 1,556,487 : 68,035 


Table 10.—- Estimated percentage of milk cows by size of herds. 


: size of Herd 
Region ParecOW 2 ead Fae Ss Sa? SS aie eae) Wu E> Gm i | We 9 ¢ S150: 50°e 


. : : : . 3 over 

3 : : : ; : : 
Ne Atlantic : 2.4 : Ged 9 G.S 2 aouar 3 SoeU : lem 15" 8.0 S oat 
tos CO. Pease 310.7 215-6 3 o1ee, - SO6 ee me oe 2 O55 
Wels OG; ee Joly GG 1bse Ue AOL. Got en : see aM rae ee 
pe Atlantic : 23.7 toveo Siee8- 2° Laue = Oe : a dimes eo ee OPE ak 
Western Oi. RO. k 9)! Vee eee : 9.4 : 9.0 S ieee 
United pies) 31469 $14.3 3 28,3 aS ea68 CL ee eae Cet 
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Table 11. ~ Milk Sold as Whole Milk, Wholesale and Retail 


ee 


Bee Seinen ee 
fe Ne. Ce We. Ne. Ce Se Ae Se C. Western 


N. Ae 


Sige herd «: U. &. 


iMil. lbs. Mil. Ibs. Mil. lbs. Mil. lbs. Mil.lbs. Mil.lbs. Mil.lbs. 


oo 


1 cow _- oe 10 - 20 45 LY. 
2-5 COWS : - 194 Ast 63 44 116 107 
4-5 cows : - 654 ee) ner 48 L178 292 
6-10 cows : ~ ey foe 4,217 579 295 583 Dey 
11-20 cows : - 5,058 6,665 1,618 D69 622 1, Le? 
2l-30 cows : - h,000 1,857 O41 302 446 845 
SL-50 cows - 1,342 sygls 148 210 382 LOZ 
ok and over : - 445 141 107 225 416 1,467 
Total : Lo, 082 14,471 35,283 Toa yh 5,008 
Published - ce ges 
Estimate 240,737 13,089 14,470 3,274 1,782 rap ete, 5,503 
Milk used for making Butter on Farms where produced 
1 cow : ~ Hs Ly 203 710 Lo L50O 
2-5 COWS : - BO’ B85 484 858 OyoLe 188 
4-5 cows : ~ 218 411 568 OOO 754 VL 
6-10 cows : = PAee 422 COL BAD 481 aL 
11-20 cows : - "56 L&6 449 G7 19€ 7s 
2l-50 cows : - 14 etl GD i eo 14 
31-50 cows : ~ 29 -~ Ke 1 26 -> 
ol and over : - -— -— -- -- a) 18 
Total EAP sts i®, 974 1,612 2,583 eres) 5,154 534 
Published : 
Estimate 711,536 928 Laer ogee 2,124 4,466 DO4 
Milk fed to Calves 
1 cow ~ 138 14 BL 17 25 A4. 2 
2-3 cots : 358 59 64 84 44 ae 30 
4-5 cows 4 Doo 4E 106 So 14 es 36 
6-10 cows : 786 106 295 263 16 a5 81 
1i-20 cows : (uae Ee) 280 270 8 Ao Vas. 
2l-30 cows : 214 5é Ve 44 S 6 28 
51-50 cows : 119 29 19 9 5 5 De 
Ol and over : Ad 4) 3 3 o LO 18 
Total > 2,784 428 872 Bao 120 214 Set 
Published: 1" ae 
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Table 12.- Milk Sold as Cream (mostly butterfat) 


ae 


: United +: North 
Cows Ss eteates ¢ Atlantic 
: million : million 
numbers : pounds : pounds 
1 - 3 
co - 4 : - he 
te Sas : - 126 
GrewiG 3 - 176 
Pee) - 198 
Clv= 40 3 - 85 
Gil ie) Omer - 29 
A ae - 
ieee: =~ 66! 
Published aa 
692 


Estimate 4,815 


Milk used for food 


* North 


* United 
Cows * States * Atlantic 
mopliton ¢ million 
numbers pounds : pounds 
1 . 139 
eu - eco 
lh, -5 - 104 
Gi= 10 _ ehi7 
1) aes Oe - : 226 
eee SO: 3 - : 85 
Aha SO: - ; fae) 
Over 51; - : 7 
Total 10), 140 1,056 
Published 
1,066 


Estimate 11,969 


2 Hast 
: North 


Central 


t million : 
+ “pounds 


50 
962 
1,89 
CAA [= 
hed fe 
87 
12 


D 
ee 


8,085 __ 


8,086 


* East 

* North 

* Central 

. million 
pounds : 


: West | 
: North * SOUtn : South : 
: Central : Atlantic : Central : Western 
million : million : million : million 
: pounds : pounds : pounds : pounds 
63 S hh. 10 
1,031 87 386 305 
2,488 LOS 865 4fe 
8,204 160 14166 Te 
6,200 ite) 679 1,048 
800 He lie h79 
14o ie ; 1LO1 209 
: gues - : Ke) ; rag 6 
ie oe ae: tS ee a ic eee ee ies 
: 18,369 ; Sy 3,08 3 3, 8Be 
* West ; : 
* North * South * South 
‘Central ° Atlantic §' Central ‘ Western 
tome hon Merino -¢ mt liiom 7 million 
pounds : pounds pounds: pounds 
10 507 ipa! 151 
Lhe lee 965 183 
7k, 172 399 115 
B41 112 279 162 
hho 9 114, 112 
52 13 31 he 
2) 6 16 26 
) : 10 
; eyo. 1,206 2,545 B27 
eS Vy fe dy215 958 
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Incidence. 


In connection with the levying of a processing tax on milk and its 
products, such data as are available indicate that such taxcs would tend to be 
borne by producers in the absence of restriction in production or marketing. 

The principal basis for this conclusion lics in the relationship of butter 
prices to such factors ag payrolls supported by fragmentary studies of deninnd 
for butter, and the close relationship between the vrices of butter, cheese, 
Milk and other dairy products. This latter relationship tends, under conditions 
of relatively free competition, to bring about the result set forth, even though 
tne demand for milk used for consumption as milk, and the demand for cream for 
restaurant, hotel and ice cream use may be relatively inelastic. 1/ 


The above result undoubtedly can be nullified, and the tax shifted large- 
ly to consumers, dealers, and to a lesser extent to other products, under agree- 
ments for milk and cream under the Agricultural Adjustment Act. It is likewise 
possible that a part of the tax apparently might be absorbed for a time in those 
products where there is little relationship between farm and retail price. 


1/ see United States Department of Agriculture Miscellaneous Publication No. 124. 
"The Outlook for the Dairy Industry and some Essentials of a National Dairy 
Progran." 


Acditions to and Deductions from the Tax Yield. 
aes tO anc vecuctions irom the Tax Yield 
ae Processing tax on imports of dairy products. 


Iisports of dairy products are small in comparison with the total 
quantity produced in this country. Assuning imports this year to 
equal the average for the last three years —- namely, 18 million 
pounds of butterfat —- a processing tax of one cent per pound would 
in consequence yield $180,000. 


b. Refunds for exports of dairy products. 


Exports, like imports, are small in cormarison to total domestic 
production. The quantity exported in the future can be only partially 
estimated but since the prices in the United States are generally above 
world levels, it does not appear that any important changes in the 
volume exported, relative to quantities exported in recent years, would 
result from the processing tax. The average of exports in the past 
three years represents slightly over 6% million pounds of butterfat. 

: this basis, a levy of one cent would result in refunds of about 
66,000. 


Ce Refunds on products for relief purvoses. 


The quantity of milk and other dairy products distributed for relief 
purposes is difficult to estimate. Assuming 150 million pounds of 
butterfat to be used for relicf purposes in 1934, refunds would agere- 
gate 14 million dollars, if a one cent tax were in effect. 
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d. Taxes and refunds on Floor Stocks. 


Assuming no changes in stocks of dairy products as of April l, 
ioe and April 1; 1935, and the same tax rate at each date, it is 
unnecessary to make allowance for these items since there would be 
no effect upon the net tax yield. 


A summary of the effect of these factors upon the net yield, 
with various tax rates is given below. 


Table 14.— 


Tax per exon : 
pound of fat :; Imports + Exports } 
Cents i000 : TAOS We ¢ 

+ ‘Collars 4£ Uoiiars-s 

1 ae She. Ludhcbay 

Pa) ; 356 132 ; 

3 ,; 534 ; 198 ; 

“t ihe 6-4 

5 : B90 : 330 : 


é. Returns and refunds on competing products, 


Relief 
Products 


wT .0OO 


dollars 
1,500 
3,000 


+, 5C0 


ee ef ef 82 «2 #2 ef 


ec ef ef 


Estinated additions to and deductions from the 
Deductions 


; Additions: (refunds jos" 


Total 


1,000 


oc ef ef 


dollars: 


1,566 


oc ec ef @8 82 08 #88 #f 88 


HOWsN, Wweby 


ield. 


Net 
Deductions 
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Production of oleomargarine has in recent years averaged about 
eoo Million pounds, with exports of about 446 thousand pounds. 


Imports have been negligible. 


about +5 million pounds. 


The quantity of oleomargarine used 
for relief purposes is not known. 


Assuming that a fifth of the 
present production is used in this manner, the amount would represent 


The effect of various rates on the compensating tax is shown in 


Table 15. 
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Table 15.- Yields under varying rates of a compensating tax on oleomargarine 


tage oO : a2 


: Returns hfovr un ors 
Tax from Relief Net 
per pound tax Exports Products Total Returns 
1,000 7.0008 = °1,000 15000" %<, » 14000 
Cents dollars dollars dollars dollars : dollars 
is SgenU i mn : 50 : Loh. 1,796 
2 h,500 : 9 : 900 : 909 D309). 
4 6,750. = 13 BO Nag G0 2) L269 54D 
h 9,000 + 17 1,800 1,817 7,183 
2 Ege oe 8,973 
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On the basis of the above data, the estimated net tax yield would be as 
follows: 


Table 16.- Estimated net tax yield after allowances 


: Net additions s Total 


: Yield : : Net 
Reve +: from i > yield : from : yield from 
per : butterfat : Net ‘from compensating tax : processing 
pound ? tax ; deductions : butterfat : on oleomargarine : tax 
1,000 1,000 1,000 £000 1,000 
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